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SUBJ: COMMERCE MINISTER QUESTIONS STRICT IMPORT 
REGULATIONS 

REFS: LIMA 4120, 4095, 4093, 3824, STATE 107357 

1. SENIOR COMMERCE MINISTRY OFEICIAL INEORMED EMBASSY OEFICERS 
IN STRICTEST CONEIDENCE JUNE 5 THAT COMMERCE MINISTER 
GENERAL BARANDARIAN AND EINANCE MINISTER GENERAL MARCO DEL 
PONT WILL MEET JUNE 10 AT EORMER'S REQUEST TO EULLY REVIEW 
NEW 180-DAY IMPORT CREDIT REQUIREMENTS, INCLUDING ORIGINAL 
JUSTIEICATION, IMPORT PROJECTIONS EOR BALANCE OE YEAR AND 
ECONOMIC DISLOCATIONS CAUSED BY REGULATIONS. THEY WILL 
THEN MAKE A DECISION WHETHER TO RETAIN, MODIFY OR OBOLISH 
THE RESTRICTIONS. 

2. COMMERCE OFEICIAL SAID HE IS PERSONALLY ORGANIZING THIS 
MEETING ALTER LEARNING TO HIS DISMAY (LIMA 4095) THAT 

NOT ONLY HAD REGULATIONS BEEN ADOPTED BUT THAT MINISTRY 
OE ECONOMY AND EINANCE (MEE) HAD PUSHED THEM THROUGH 
A MEETING OE BOARD FOR EXTERNAL TRANSACTIONS OE THE 
PRIVATE SECTOR (BETPS) IN ABSENCE OF COMMERCE MINISTRY 
REPRESENTATIVE WHO IS MEMBER AND NORMALLY ATTENDS. OEEICIAL 
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IMPLIED THAT DUE TO COMMERCE PRESSURE BETPS WILL ALLOW ALL 
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IMPORTS IN SUPPLY PIPELINE AS OF MAY 1 1 TO ENTER PERU. HE 
ALSO SAID BETPS IS TAKING OTHER UNSPECIEIED MEASURES TO 
EASE MORE SERIOUS PROBLEMS. HE EMPHASIZED THAT UNLESS 
MEE CAN DEMONSTRATE CLEAR NEED EOR MAINTENANCE OE PRESENT 
RESTRUCTIONS, COMMERCE MINISTRY WILL PUSH FOR SUBSTANTIAL 
LIBERALIZATION. HE HAS ALSO DISCUSSED IMPOSITION OE 
REGULATIONS WITH LONG-TIME ASSOCIATE LUIS GUIULEO MEE 
VICE MINISTER, WHO WAS UNABLE TO PRESENT REASONED ARGU- 
MENTS OR EACTS TO JUSTIEY THEM. 

3. AT TECHNICAL LEVEL, KNOWLEDGEABLE BETPS OEFICIAL TOOK 
HARDER LINE WITH EMBASSY OEEICER JUNE 5, EMPHAZING THAT 
NEW REGULATIONS ARE BASIC GOP POLICY, AND THAT ALTHOUGH 
SOME EXEMPTIONS WILL BE MADE, MAY 1 1 REGULATIONS ARE BEING 
APPLIED ACROSS THE BOARD. HE EXPLAINED THAT CONTRARY TO 
GENERAL RELIEF, GOP DID NOT HAVE ANY CONTROL OVER 
IMPORTS PURCHASED IN SIGHT TRANSACTIONS, A LOOPHOLE 
WHICH PERMITTED MASSIVE RUN ON FOREIGN EXCHANGE EARLIER 
THIS YEAR WHEN MAJOR PERUVIAN IMPORTERS STARTED STOCK- 
PILING BECAUSE OF WORLD-WIDE INFLATION AND FEAR OF DE- 
VALUATION. ONLY WAY TO STOP HEMORRHAGE, HE SAID, WAS TO 
REQUIRE CREDIT FOR ALL IMPORTS, THEREBY FORCING EACH 
IMPORTER TO USE ONLY AMOUNT OF AUTHORIZED QUOTA. HE 
ACKNOWLEDGED THAT THERE HAS BEEN RESOUNDING CRITICISM 
FROM PRIVATE SECTOR, BUT AGREED THAT PIECE-MEAL CREDIT 
RESTRICTIONS WOULD BE INEFFECTIVE AND ONLY GENERAL MEASURE 
COULD CONTROL IMPORTS. HE ALSO MAINTAINED THAT NEW RE- 
GULATIONS WILL NOT BE INFLATIONARY, SINCE MONEY IMPORTERS 
WOULD HAVE OTHERWISE SPENT IMMEDIATELY ON IMPORTING GOODS 
CAN NOW BE INVESTED OR LOANED OUT IN NEW PRODUCTIVE 
ACTIVITIES WHICH WILL YIELD GREATER EARNING THAN A- 
PROXIMATE 7 PERCENT ANNUAL COST OF CREDIT. THUS IMPORTERS 
WOULD NOT HAVE REASON TO PASS ON INCREASED COST OF IMPORTS 
TO CONSUMERS (SIC). BETPS OFFICIAL SAID ONLY ESEENTIAL 
IMPORTS WILL BE AUTHORIZED AND ADMITTED THAT SOME SMALL 
COMPANIES WHICH FIND IT DIFFICULT TO OBTAIN CREDIT MAY 
HAVE TO FOLD BUT IT MORE IMPORTANT KEEP ECONOMY STABLE 
UNTIL MAJOR COPPER AND OIL DEPOSITS BRING IN ADDITIONAL 
EXCHANGE EARNINGS. 
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4. COMMENT: PETPS OFFICIAL'S VIEWS MIRROR THOSE OF 
MARCO DEL PONT, WHO HAD PREVIOUSLY TOLD THE AMBASSADOR 
THAT GOP DID NOT POSSESS ADEQUATE DATA ON POTENTIAL 
IMPOT COSTS FOR REST OF YEAR AND WOULD NECESSARILY 
HAVE TO STUDY PICTURE BEFORE MAKING ANY ADJUSTMENTS. 
MINISTER ALSO SAID THAT IT WAS ESSENTIAL HALT IMPORTS 
ACROSS THE BOARD, EVEN IF SOME INEQUITIES OCCURED, 

RATHER THAN RISK SERIOUS BALANCE OF PAYMENTS PROBLEM. 
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WHILE IT TOO EARLY TO PREDICT OUTCOME OE MINISTERS' 
MEETING, COMMERCE MINISTRY HAS BEEN ANGERED BY 
HIGH-HANDED MANNER IN WHICH MEE (PROBABLY WITH SUPPORT 
PROM CENTRAL BANK) IMPOSED REGULATIONS AND AT THE LEAST 
WANTS AN AIRING IP POR NO OTHER REASON THAN TO AVOID 
BLAME SHOULD ECONOMIC "CURE" CAUSE GREATER PROBLEMS 
POR THE PATIENT THAN THE ORIGINAL AILMENT. IF POSSIBLE 
SOME LIBERALIZATION MAY EVENTUALLY BE PERMITTED, IP 
IMPORTS COSTS PINALLY NOT PERCEIVED AS THREAT TO 
OVERALL BALANCE OF PAYMENTS POSITION. 

DEAN 
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